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SUPER FUNDS GAIN AS RISK OUTLOOK EASES

Accumulation

Returns
Month of March 2017 ~1.5%
Financial Year return to 31 March 2017 ~8.6%
Rolling 1 year return to 31 March 2017 ~11.2%
Rolling 3 year return to 31 March 2017 ~7.6%
Rolling 5 year return to 31 March 2017 ~9.2%
Rolling 7 year return to 31 March 2017 ~7.6%
Rolling 10 year return to 31 March 2017 ~5.2%

Median Balanced Option refers to ‘Balanced’ options with exposure to growth style assets of between
60% and 76%. Approximately 60% to 70% of Australians in our major funds are invested in their fund’s
default investment option, which in most cases is the balanced investment option. Returns are net of
investment fees, tax and implicit asset-based administration fees.

Returns in this release are based on figures available to SuperRatings at 5.00 pm on 19 April 2017.

FUNDAMENTALS STEADY, BUT INVESTORS QUESTION REFLATION STORY

Superannuation fund returns were driven higher in March, boosted by continued gains from
the Australian share market. The median balanced option posted a return of 1.5%, while
the return for Q1 2017 was 2.5%, weighed down by a small negative return in January.

Global markets have generated strong returns on the back of improving economic
fundamentals and consistent signs of inflation, which have generally fed back into Australian
shares. Overall, the balance of risk appears to be improving, but while investors have every
reason to be upbeat, they should not expect clear skies for the rest of the year.

“The rotation into equities has been a consistent theme since October last year, with yields
moving off historic lows and shares pushing ever higher,” said SuperRatings Chairman Jeff
Bresnahan. “But we saw the market embracing duration again in late March, indicating that
investors are questioning whether the reflation trade is sustainable. In short, the market is
not convinced that shares will keep rising in perpetuity.”

Global yields were flat in March, and the US currency came under pressure despite the
Fed's recent rate hike. The failure of the White House to pass its healthcare bill in the US
House of Representatives put a dent in the reflation story, with the full implementation of
tax cuts and promised infrastructure spending now appearing further from political reality.

On the domestic front, manufacturing activity continues to expand and Australia’s trade
surplus remains strong. While iron ore took a big hit in March, the price ended the month
above the US $80/t mark.

“The main threats to fundamentals come from the interrelated issues of low wage growth
and rising house prices, especially in the Melbourne and Sydney markets,” said Mr
Bresnahan. “The RBA has noted that households do not appear to be under stress because
of repayments, but we may be due for a correction in these markets.”
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AUSTRALIAN EQUITIES LEAD THE CHARGE

The Australian market powered on through March, returning 3.3% during the month with all sectors gaining. The index delivered
4.8% in Q1 2017, with the 12-month return holding at a non-trivial 20.5%. In March, the Healthcare sector (+5.6%) built on solid
gains made through the start of the year, led by Ansell (+13.1%) and Sirtex Medical (+12.2%), which is catching up with the
sector after disappointing results in December. Heavyweight CSL (+7.1%) continued to push higher after upgrading its guidance
in January.

In the US, markets moved slightly higher, with the S&P 500 Index gaining 0.9% in AUD terms, while the Dow Jones Industrial
Index was down 0.3%. While the reflation narrative has been reflected in higher equity prices, the market pulled back mid-
month. Information Technology (+3.0%) continued to rise, with shares like Micron Technology (+23.8%) benefiting from a
favourable pricing environment, while the Health Care sector was dead flat following Congress’s rejection of the repeal and
replace legislation.

Global yields generally also ended flat in March, after some movements higher earlier in the month. While rates have been
trending higher since October 2016 and yield curves have steepened, investors appeared to embrace duration again in the
latter part of the month, reflected in longer-term fund flows. While recent CPI releases in both Europe and the US have been
promising, the numbers have moderated in recent months, and core inflation remains well below central bank targets.

While global conditions have improved, especially in the second half of 2016, and higher commodity prices have boosted
Australia’s national income, local labour market conditions are still mixed, with considerable variation in employment outcomes
across the country.

CENTRAL BANKS TAKE ACTION

Longer-term returns for super funds continue to sit close to inflation targets, with the seven-year return sitting at 7.6% p.a. (above
most funds’ CPI targets). The 10-year return has moved slightly higher to 5.2% p.a., although it remains impacted by the Global
Financial Crisis, which occurred nearly ten years ago. The point of maximum monetary stimulus has passed, signalled by the
US Fed's March rate hike, although monetary policy remains very accommodative globally, and quantitative easing measures
in Europe have not yet been tapered.

Along with tightening labour market conditions, this could create a more challenging environment for super funds attempting to
reach the common CPI + 3.5% target, especially if expansion in yields fails to keep pace. However, steady inflation matched
with higher rates of growth would be beneficial for super fund performance.

The monthly returns for the year to 31 March 2017 are noted in the table below:
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Release Ends

ADDITIONAL RETURN AND DATABASE INFORMATION

We believe our database to be the largest in Australia dealing with multi-employer superannuation funds, where the great
majority of Australians have their retirement benefits invested. We update our website monthly to show the Top 10 performing
funds together with the medians over all time periods for the following investment options: Balanced, MySuper, Growth,
Australian Shares, International Shares, Capital Stable, Property, Conservative Balanced, High Growth, Secure, Diversified
Fixed Interest and Cash.

About SuperRatings

SuperRatings Pty Ltd ABN 95 100 192 283 AFSL No. 311880 (SuperRatings) is a superannuation research house with specialist areas of expertise that was originally
established in 2002. From 1 July 2011, SuperRatings became a fully owned subsidiary of the entity currently registered as Lonsec Fiscal Holdings Pty Ltd, a privately owned
and independent entity with a multi-brand strategy of providing leading financial services research and investment execution. SuperRatings believes that professional financial
services institutions and members need informed opinions on the best superannuation and pension financial products. To meet this need, SuperRatings has in place an
experienced research team, which draws on a robust research process to undertake in-depth assessment of superannuation financial products. No fee is paid by
superannuation and pension funds to SuperRatings for reviewing and rating superannuation and pension financial products.

Warnings: Past performance is not a reliable indicator of future performance. Any express or implied rating or advice presented in this document is limited to “General
Advice” (as defined in the Corporations Act 2001(Cth)) and based solely on consideration of the merits of the superannuation or pension financial product(s) alone, without
taking into account the objectives, financial situation or particular needs (‘financial circumstances’) of any particular person. Before making an investment decision based on
the rating(s) or advice, the reader must consider whether it is personally appropriate in light of his or her financial circumstances, or should seek independent financial advice
on its appropriateness. If SuperRatings advice relates to the acquisition or possible acquisition of particular financial product(s), the reader should obtain and consider the
Product Disclosure Statement for each superannuation or pension financial product before making any decision about whether to acquire a financial product. SuperRatings
research process relies upon the participation of the superannuation fund or product issuer(s). Should the superannuation fund or product issuer(s) no longer be an active
participant in SuperRatings research process, SuperRatings reserves the right to withdraw the rating and document at any time and discontinue future coverage of the
superannuation and pension financial product(s). Copyright © 2015 SuperRatings Pty Ltd (ABN 95 100 192 283 AFSL No. 311880 (SuperRatings)). This media release is
subject to the copyright of SuperRatings. Except for the temporary copy held in a computer's cache and a single permanent copy for your personal reference or other than
as permitted under the Copyright Act 1968 (Cth.), no part of this media release may, in any form or by any means (electronic, mechanical, micro-copying, photocopying,
recording or otherwise), be reproduced, stored or transmitted without the prior written permission of SuperRatings. This media release may also contain third party supplied
material that is subject to copyright. Any such material is the intellectual property of that third party or its content providers. The same restrictions applying above to
SuperRatings copyrighted material, applies to such third party content.
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